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NEW YORK STOCK EXCHANGE 1948 | 1947 mone! 
MONTH END DATA i , invest 
July June May July lowin: 
rr a eS 1,991 1,977 | 1,962 1,847 popul 
Market Value of Listed Shares . . . . . . . (Mil.$) | 71,056 | 74,507 | 74,704 69,365 sophi 
Par Value of Bonds Listed . . . . . . . . . (Mil. $) | 131,593 | 131,481 | 134,300 137,563 prises 
Market Value of Listed Bonds. . . . . . . . (Mil.$) | 131,645 | 133,746 | 135,370 | 140,763 secur 
Market Value of All Listed Securities . . . . . (Mil. $) | 202,701 208,253 | 210,074 210,128 for iz 
eee Genes Bisted. 5 wg tt tl st te OD 1,410 | 1,410 1,402 1,359 Th 
oem Temes Eisted. ww tw lt ts tw ts Oe | 903 | 905 | 900 916 nicl 
Total Stock and/or Bond Issuers . . . . . . . (No) | 1,226 1,225 1,225 1,208 si 
Stock Price Index (12/31/24 = 100) AB . . . . (%) 78.2 | 82.3 | 82.8 80.3 eimi 
Flat Average Price—All Stock Issues A. . . . . ($) 46.22. | 47.97 | 48.50 50.24 medi 
Shares: Market Value — Shares Listed A. . . . ($) | 35.69 37.68 38.08 37.55 TI 
Bonds: Market Value Par ValueA . ... . ($) | 100.04 | 101.72 | 100.80 102.33 ject 
Member Borrowings on U. S. Govt. Issues. . . . (Mil. $) 115 140 154 104 put | 
Member Borrowings on Other Collateral . . . . (Mil.$) | 260 | 257. | 231 =| 209 —ge 
Per Cent of Market Value of Listed Shares. . . (%) | 0.37 | 0.35 | 0.31 0.30 the 
Member Borrowings—Total opie: (Mil. $) | 375 397 385 | 313 resu 
N. Y. S. E. Members’ Branch Offices. . . . . . (No.) | 932 | 932 | 921 910 The 
Total Non-Member Correspondent Offices . (No.) 2,714 2,711 2,709 | 2,640 * 
| oul 
Customers’ Net Debit BalancesC. . . . . . . (Mil. $) | 608 619 sO 615 | 564 cath 
Credit Ext. on U. S. Govt. Obligations . . . . (Mil. $) 74 | 68 69 68 of 
Customers’ Free Credit Balances C . . . . . . (Mil $) | 577 | 579 | 619 677 wl 
DATA FOR FULL MONTH nat 
ro 
Reported Share Volume. . . ..... . . (Thou) | 24,585 30,922 42,769 25,473 P 
: " cor 
Ratio so Eieted Shaves. 2 ww st tlt ll te 1.24 1.57 2.19 1.39 : 
See ee ee | 1,171 1,406 1,944 1,158 7 
‘ 
Total Share Volume (Incl. Odd Lots) D . . . . (Thou) | 42,416 54,683 32,055R des 
Money Value of Total Share SalesD. . . . . . (Thou. $) | 1,223,444 1,466,880 | 898,760R ing 
Reported Bond Volume (Par Value) . .. . . (Thou.$)| 75,831 104,021 108,954 96,661 wh 
Ratio to Par Value of Listed Bonds. . . . . (%) .058 078 | .081 .070 ne: 
Deely Average 2.1 es et te tw soe §)| 3,611 4,728 | 4,953 4,394 fu 
| | ° 
Total Bond Volume (Par Value) D. . . . . . (Thou. $) | 117,483 | 113,325 99,723 in 
Money Value of Total Bond SalesD. . . . . . (Thou. $) 85,560 | 83,047 76,972 ch 
N. Y. S. E. Memberships Transferred . . . . . (No.) 2 3 | 14 9 
ee eee. Ge ee ee lw wl | 68,000 66,333 | 60,545 | 62,143 
| 7/15/48 | 6/15/48 8/15/47 
th 
Shares in Short Interest D . . . ... =. =. . (Thou) 1,075 | 1,171 | 1,455 a 
: pi 
A—Based on issues listed at the end of each month; such issues C—Reported only by member firms which carry margin accounts. Ww 
and/or their amounts vary from month to month. Excludes accounts carried for member “firms which are 


members of national securities exchanges and for general 
partners of such firms. 


D—Based on ledger dates. R—Revised. 


B—Adjusted for split-ups, split-downs and stock dividends but 
NOT for new listings or suspensions. 








Cuicaco—The problem of investing 
money has been solved by hundreds of 
investors throughout this country by fol- 
lowing a technique that is not notably 
popular with a large group of so-called 
sophisticated investors. The policy com- 
prises (1) the going business value of 
security appraisal, and (2) investing only 
for income and preservation of principal. 

The hit-and-run investor, believing in 
quick capital profits, will find this dis- 
cussion tiresome. The short-term trader, 
eiming to capitalize on minor and inter- 
mediate price trends, is outside its scope. 

The investor category used as the sub- 
ject of my theme, year-in and year-out 
put their funds as available into securities 
—generally common stocks—and over 
the years accomplish most satisfactory 
results. These investors are never vocal. 
They long ago learned that talk is not 
an investment tool. They are generally 
found to be business or professional men 
rather more successful in their own fields 
of endeavor than the average. They 
are men who have great faith in our 
nation and its future. Their businesses or 
professions have been founded upon those 
conclusions, and their investment pro- 
cedure follows those same conclusions. 
They have found in their own daily en- 
deavors nothing that will make think- 
ing and prudent decisions unnecessary, 
whether it be in the conduct of their busi- 
ness, avocation, or in the investment of 
funds. Long ago they found that decisions 
in respect to their affairs cannot be pur- 
chased ready-made. 


Concern Must Fill Real Need 


This group of investors is important to 
the nation because they invest their money 
in a company in a belief that the com- 
pany is important to the economy as a 
whole on a.long-range basis and make 
their commitments only after they are sat- 
isfied of that fact. They do not make their 
commitments on the basis that tomorrow, 


next week, or next month they will with- 
draw and turn to something else. They 
withdraw from a position only when they 
have determined that it no longer is 
worthy of their consideration on a long- 
term basis. They are the shareholders who 
make our outstanding American corpora- 
tions what they are. The average head of 


our large American companies is ‘not par- 
ticularly interested in the in-and-out share- 
holder who has no interest in the long- 
range outlook for the company—the tem- 
porary owner interested mainly in giving 
up his holding when small or large capital 
appreciation is available. 


Basis on Which They Buy 


The investors to whom this tribute is 
made (and I write from the vantage of 
contact with many of them) purchase their 
investments on almost the same basis that 
they buy a suit of clothes or a home. If 
they are buying a suit of clothes, they 
want to know that the material is good, 
that the style is up-to-date, and that they 
will be pleased to wear the suit. If they 
are buying a home, they want to know 
that it is well constructed, that the com- 
munity is going forward, and that the 
house is convenient for living. After they 
have determined these facts to their satis- 
faction, they inquire about the price. If 
that is within their means and within rea- 
son, all things considered, they buy the 
suit or the house, wear the suit for some 
time and live in the house for many years 
—perfectly satisfied. 

Their practice in the investment field 
is to investigate before they invest. This 
practice is always sound. The New York 
Stock Exchange over the past few years 
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has based its advertising program upon 
the theme that the wise investor avoids 
unnecessary risk by investigating before 
investing. 

Webster defines “investment” as “to lay 
out money or capital in business with the 
view of an income.” The many connota- 
tions of the word “investment” lead to a 
variety of conclusions. A man may say he 
invests for capital appreciation. Such an 
operation actually is a speculation. Web- 
ster defines “speculation” as “the pur- 
chase of stock—goods—at a risk for fu- 
ture sale at a profit.” Speculation has a 
place—a large place—in our economy. It 
is in nearly every operation of the farmer, 
the greatest speculator of all. 

Every business transaction involving 
the sale of goods is a speculation. In fact, 
except for those who speculate there would 
be little progress in our economy. How- 
ever, the investors considered here invest 
for income and preservation of capital. 
Those are the fundamentals behind the 
program of so many who have found a 
road to investment satisfaction. 


Funds in Growth Industries 


These fortunate investors usually will 
be found to have placed funds as they be- 
came available in the securities of growth 
industries. They have not broadly diversi- 
fied their lists of holdings, as they learned 
long ago that over-diversification is a 
quick way to dissipate capital. Their lists 
of common stocks will be found to con- 
tain securities of those industries provid- 
ing fundamental necessities to our econ- 
omy, supplying an ever-growing popula- 
tion. 

Emotion is never a tool that they at- 
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tempt to use; prejudice never enters into 
their selections. When an ever-increasing 
part of the public is reaching for common 
stock equities at rising prices, these in- 
vestors will be buying high-grade bonds 
or preferred stocks which are being liqui- 
dated by the hit-and-run, emotional, short- 
term speculators. 

The investors who find the most satis- 
faction in their securities are those who 
buy into a stock or group of stocks and 
then ride them through the ups and downs 
of our business cycles. They are those who 
in the mid 1920s purchased 10 shares of 
Coca-Cola common stock. If that pur- 
chase was made in 1924, the cost would 
have been $780 and today they have 80 
shares of common and 20 shares of “A” 
stock valued at better than $14,000; and 
up to the first of this year they have re- 
ceived total income in the way of divi- 
dends of more than $6,000. That surely is 
investment satisfaction. 

In no year did they fail to obtain some 
dividends. In the depression years of the 
early °30s dividend payments were lower, 
but the dividend dollar was purchasing 
more things. 


A Profitable Purchase 


In that same year, 1924, those inves- 
tors purchased 10 shares of General Elec- 
tric common for a total cost of $1,970. 
In a high price they detected value. They 
have not disturbed the commitment and 
today have 160 shares of stock with a cur- 
rent market value of $6,400. In the mean- 
time, they have collected dividends of 
over $4,800. That’s investment satisfac- 
tion. 

Those same investors in 1924 placed 
$2,930 in 10 shares of S. S. Kresge com- 
mon, a high-value price indeed. Today 
they have 225 shares valued at over 
$8,000. In addition, they have received 
dividend returns of over $6,400. These are 
but three examples of what was actually 
done in the year 1924. Such examples 
could be continued over a_ substantial 
group of stocks. 

In 1928 and 1929, these investors were 
buying few equities. Their surplus funds 
were going into the reduction of debt 
and United States Government bonds. 
Freedom from debt obviated the neces- 
sity of later liquidation of well-purchased 
common stocks which, of course, from a 
standpoint of quoted prices showed mar- 
ket depreciation. The stocks they did hold 
continued to pay dividends in those dark 
years. The plants and properties of the 
companies were the same plants and prop- 
erties owned by the companies when the 
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Condensed Product of 
Long Experience 


The author of this article will be 
recalled by many readers of THE 
EXCHANGE as the man who, sev- 
eral years ago, discussed 
ment procedures in these columns 
under the heading “Go To History!” 

. . @ homespun discourse which 
aroused widespread attention. Be- 
sides being a partner of a New York 
Stock Exchange firm which empha- 
sizes long-range rather than short- 
range investor planning and services, 
Mr. Baty is a banker, a former Na- 
tional Bank Examiner, and a former 
Supervising Examiner for the Federal 
Deposit Insurance Corporation. 


invest- 











first stock purchases were made. Intrin- 
sically, they had in those thin years of the 
*30s exactly the same assets as when the 
commitments were made. Market quota- 
tions, however, governed by emotion and 
hysteria, had reduced the price tickets 
substantially. 

Our investors, not being particularly 
interested in price tickets and satisfied 
that they had satisfactory merchandise in 
their stock holdings, did not allow their 
emotions to get the better of their judg- 
ment and liquidate well-purchased stocks. 
In fact, during those depression years 
these particular investors were buying 
well-selected stocks at better than bar- 
gain-basement prices. They again fol- 
lowed that part of a road to investment 
satisfaction by buying equities when but 
few wanted them. 


Element of Timing 


There is admittedly an element of tim- 
ing in the operations of these investors, 
but that element of timing is not precon- 
ceived, not predetermined. The timing is 
not based upon emotion nor a philosophy 
of motion. It is based upon the desire to 
own some of the equities of American en- 
terprise at the moment that money for 
employment is available. 

The matter of timing for the inves- 
tors who buy intrinsic values is based pri- 
marily upon the income that they will re- 
ceive, not only currently but over the 
longer term. As they are buying income, 
they do not buy stocks when yields are 
less than available from first-grade bonds. 
That kept most of the group under discus- 
sion out of the market for equities dur- 









































ing the peak of the bull market in 199 
and 1929, First-grade bonds then wep 
obtainable at yields substantially greaie 
than those afforded by first-grade equities, 

These investors confine their comm. 
ments to well-established concerns, 4 
discussed above; few unlisted securitig 
are found in their portfolios. That fag 
casts no reflection upon that great gr 
of securities. It simply means that theg 
investors want securities on which 4 
world of information is quickly ang 
readily available. That is why we find g 
many investors, regardless of their phil 
osophy, confining their purchases of 
equities to those listed on that large aug. 
tion market, the New York Stock By 
change. Companies whose securities are 
listed on that exchange have agreed reg. 
ularly to disclose facts essential to sound 
investment judgment. 

Those investors who have found satis 
faction as outlined in this discussion eval 
uate their current purchases on a going 
concern basis with but little thought given 
to short-term outside factors, assuming 
that the market will automatically fob 
low those outside factors irrespectiye 
of how temporary they may be. They 
know that in their own businesses or pro- 
fessions there are temporary ups and 
downs which have no relationship what 
soever to the long-term outlook. Come 
one of the temporary downswings, they 
do not proceed to liquidate their busi- 
nesses and retire to the sidelines. 

If they are professional men, they do 
not close out their practices simply be 
cause of a month or two of low activity 





and proceed to new locations to start 
over again. They stick, studying fully the 
conditions under which they must pro 
ceed, and adjust themselves to those tem- 
porary conditions, never losing sight of 
their long-term goal. Quitting is one of 
the drawbacks of too many investment 
policies—running at the first sign of a 
squall. 

The investors who have found a road 
to investment satisfaction as discussed 
herein are No. 1 exhibits of free enter- 
prise: the working of the American way 
of life by exercise of natural talents, and 
especially that native ability to judge 
values which, after all, rests in so many 
hundreds of thousands of our American 
citizens. A great group of striving inves 
tors would fare much better in the han 
dling of their funds if only they would 
apply to their investments the same de 
gree of skill they\do to their own bust 
nesses or professions. That is a road te 
investment satisfaction. 
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N a period when American employment 

has registered maximum figures for 
all of the nation’s history, it is an axiom 
that production of goods and services 
should be at an unusually high level. The 
corollary of massive production under 
our free enterprise system is that gross 
earnings and profits should be substantial 
in comparison with past intervals. Hence, 
the 27.8 per cent gain in net income dur- 
ing the first half of this year for a large 
segment of corporations listed on the 
New York Stock Exchange contains no 
element of surprise. 

Examination of the statistics on the 
next page will reveal, however, that wide 
divergencies occurred between corpora- 
tions and corporate groups. Of the 418 
companies covered in the tabulation, some 
157, or 38 per cent, attained net results 
no better or even poorer than in the first 
half of 1947. Had it not been for an 
extraordinary demand for petroleum 
products, resulting in a rise of 80.4 per 
cent of net profits in this large category 
of companies, the over-all percentage up- 
turn would have been materially less than 
27.8 per cent. 


Size of Oil Revenues 


The oil units alone, with net income 
amounting to nearly $780,000,000, ac- 
counted for practically one-third of the 
aggregate showing. All of the 28 listed 
companies reported upon scored gains in 
net revenue for the six months. 

The petroleum companies joined with 
some of the important capital goods in- 
dustries in reflecting a higher income 
aided by enlarged production, but, taking 
the group exhibit as a whole, higher 
prices for the merchandise sold were 


(Upper left) Array of “buckets” for steam 
turbines. (Upper right) Home under con- 
struction at Rockville Center, N. Y. (Lower 
left) Shearing the pile in the manufacture 
of carpets. (Lower right) Newsprint being 
loaded for export to South America. 


. 


Half-Year’s Earnings 


Show Gain BUT CORPORATE 


RESULTS DIFFER WIDELY 


chiefly responsible for the earnings’ im- 
provement in the six-months’ interval. 

Were the aircraft manufacturing, auto- 
motive and petroleum rosters to be set 
aside from the other group percentage 
gains, the advances would be seen to 
have been rather moderate; that is, con- 
sidering the groups which, because of 
large numbers of companies comprising 
them, were productive of large amounts 
of dollars. The 212.4 per cent upturn of 
aircraft manufacturing net, contributing 
one of the smaller dollar totals to the 
table, felt the stimulus of military orders, 
whereas such business was light in the 
first half of last year. 

In studying the statistics, the reader 
should note that the total of listed cor- 
porations included is less than half of the 


full number with common stocks on the 
Stock Exchange . . . comprising all whose 
half-yearly statements were made public 
in time to figure in the record. Hence, 
in a considerable category, estimated 
group net income is to be considered pri- 
marily informative as regards industrial 
income tendencies. 


Chemical Earnings Stable 


Individual comment finds several nota- 
ble qualities attached to particular ros- 
ters. The chemicals, for example, re- 


flected again the stability which marked 


them during most of the war and early 
post-war period; the rise of net income 
from January 1 to June 30 over the cor- 
responding 1947 stretch was only 4.8 per 
cent, yet all 37 of the companies tabulated 
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showed a net profit and 21 of them did 
better than the year before. The steel and 
iron array was nearly as sturdy; all 27 
companies made a profit and 17 showed 
improvement. 

The railroads, which on occasion have 
disclosed ups and downs from one year 
to another of wide extent, largely over- 
came rising costs with the aid of freight 
and passenger rate increases and a sus- 
tained high traffic volume. Forty-one of 
42 companies in the table reported net 
income and 31 gained over the same 1947 
months. The 15.5 per cent general upturn 
might appear surprising to persons who 
had not followed the carriers’ fortunes 
closely and recalled the rather indiffer- 
ent results in early 1947. 


Barometer for Final Half Year 


The rails, incidentally, promise to pro- 
vide something more of a barometer of 
business conditions in the second half 
of this year than usual. The rising pub- 
lic opposition to high prices for various 
goods is causing students of indices to 
watch manufacturing volume. It is to be 
expected from crop reports that a tre- 
mendous amount of farm tonnage re- 
mains to be moved before December 15, 
to add to rail revenues; but fluctuations 
of gross revenues would mirror any ex- 


tensive public resistance to purchases of 
merchandise from the factories. The en- 
largement of durable goods’ production, 
as in case of motor cars, pipe line sup- 
plies, etc., was so prominent an element 
in the industrial story of the first half 
that expectation appeared well grounded 
for sustained volume into the second half, 
but the same reasoning could hardly be 
applied to many other products. The 
railroads are fairly quick to note in their 
monthly statistics when significant indus- 
trial changes are occurring. 


Lower Profits in Food Field 


The table reveals that food manufac- 
turing and marketing companies re- 
treated in the net income area this year, 
to the extent of 12.8 per cent for the first 
six months. The decline of grain prices 
last February found some reflection in 
lower raw material costs in the later 
months, yet the broad tendency of indus- 
try presumably affected the food produc- 
ers, too—economies permitted in some 
directions by lower costs were countered 
by rising wages, rents, etc. Only about 
half of the food companies in the profit 
area showed improvement over the pre- 
ceding year. 

The 50 machinery and tool manufac- 
turing concerns of the table made one of 








NET INCOME OF 418 COMPANIES HAVING COMMON STOCK 
LISTED ON THE NEW YORK STOCK EXCHANGE 
First Six Months of 1948—By Industrial Groups 

pn Per Cent 
Number Improvement Change in 

eporting Net Preft isasve,” ‘Group, —“Uiat'e' Mee. 1948" 
Industry Date tO oa ist 6 Mos. 1948 ” ‘0 

Aircraft Mfrs. . . . . 6 6 4 $ 10,308,000 +212.4% 
Amusement... .. 6 6 3 7,899,000 — 20.3 
Automotive ..... 31 29 18 273,536,000 + 43.2 
Building ee 12 9 29,185,000 + 13.8 
Business & Office Equip... 4 4 4 23,334,000 + 25.6 
Chemical oe ae 37 21 214,086,000 + 48 
Electrical Equipment . . 8 8 7 93,465,000 + 315 
OE eee 16 12 13,726,000 + 64.6 
OS Ae 25 12 88.375,000 — 12.8 
Machinery & Metals . . 50 50 32 82,029,000 + 11.8 
Mining Ss ks Tha te ar 18 9 26,734,000 + 12.0 
Paper & Publishing. . . 14 14 5 37,656,000 — 05 
Peele 2... ws es B 28 28 779,984,000 + 80.4 
Railroad a bie fay ake var ca 41 31 179,028,000 + 15.5 
Retail Merchandising . . 18 17 8 24,545,000 + 4.0 
OS AS Se eee 4 0 24,967,000 —- 12.6 
Steel, Iron & Coke . . 27 27 17 217,242,000 + 5.4 
ee a 16 12 36,514,000 + 26.7 
NN ic og ie he a 4 2 _ 13,737,000 + 94 
Transportation Services . 3 3 0 932,000 — 16.5 
SS 23 13 219,879,000 + 8.2 
Other Companies ... 24 23 14 71,143,000 — 13 

Total on . 418 411 261  $2,468,304,000 + 27.8% 











the strongest showings of the lot—gj 
made a net profit and 32 did better thy 
in the preceding year. Reports in trade 
channels suggested from month to month 
that export business was a sturdy sup. 
port of the machinery producers, an4 
domestic plant expansion and renovatign 
continued under forced draft. The gg. 
hibit, although a net income gain of leg 
than 12 per cent was not among the mog 
impressive of the group list, offsets widely 
voiced suppositions a year or more 
that sales of surplus war materials woul 
be likely to take the edge off this durable 
goods market for some time. 

All of the 18 mining companies made 
money and yet only half of them wer 
more successful than in the year preceding. 
Retail prices of copper, lead, zinc, haye 
recently been advanced by some leading 
producers. The thought would be just. 
fied from this development that net in 
come would reflect the rise early in the 
second half year; in fact, certain low-cost 
copper producers were doing well at the 
older prices; but here again rising costs 
of labor and many materials, such 4 
steel, cars, hoists, drills and so on offer 
room for study of forthcoming mining 
company statements. 


Amusement Recession 


The decline of movie house attendance 
and reports of retrenchments in Holly. 
wood have received so much attention in 
the newspapers that so large a decline a 
20.3 per cent in the amusement group: 
net income carries no surprise. Neverthe 
less, all six companies in the statistics 
made money and four gained ground over 
last year’s results. 

More unevenness is shown in connee 





tion with retail trade, yet, although net 
improved by only 4 per cent, nearly all of 
the 18 companies were in the black and 
eight did somewhat better than in the 
1947 first half. As textile companies sup 
ply retail goods, interest is attracted to 
this group’s showing—a rise in net of 
26.7 per cent. 

Leaving references to individual groups 
behind, the broad fact colors the statistics 
that business in the first half was good. 
As evidence, a point may be made of the 
decline in case of only six of the 2 
groups and several of these of almost 
minute extent. 


THE COVER 
The view on the front cover is of Great 


Lakes shipping “at Buffalo, N. Y., will 
grain elevators shown at the water’s edge. 
The photograph ‘was taken by Charles 
Phelps Cushing. 
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AN UNUSUAL FORM 


By WILLIAM W. CRAIG 


O FAR as the stock market has re- 

cently pursued the method long 
credited to it of discounting in advance 
the somewhat later course of industrial 
and business activity, a considerable 
cleavage has developed among major 
corporate groups. The petroleum equities 
listed on the New York Stock Exchange 
have broken away from the others. This 
has been particularly evident since the 
middle of 1946. 

The adjoining statistics are presented 
for the purpose of illustrating an unusual 
trend. Figuring that the war-brought de- 
mand of immense proportions for pe- 
troleum and its products became accel- 
erated in December, 1941, soon after 
the United States was pitchforked into 
the world conflict, comparisons of oil 
company share prices are dated back to 
the end of that month. The war ended 
so far as fighting went in August, 1945, 
and, for convenience, prices of the same 
25 representative stocks are set down in 
the second column as of the end of that 
year. The last column records what hap- 
pened to them afterward, ending in Au- 
gust of this year. 


Early Post-War Outlook 


It will be recalled that the petroleum 
trade expected a let-down in consumption 
after hostilities ended in the Far Pacific. 
Much attention had been devoted by 
prognosticators during the war to the 
probability that industry as a whole 
would be busy for some time filling 
up the reservoir of various durable goods 
which had fallen heavily while war ma- 
terials occupied the main manufacturing 
attention. Consequently, “discounting” 
of prospects, post-war, had been centered 
principally upon heavy industry producers 
and the railroads. The oils had, to be 





Stock Market 


“DISCOUNTING” TAKES 


sure, gone up substantially, notably a 
number of the lower-priced stocks. But 
the oil consumption outlook had been 
colored by public as well as trade thought 
that peace-time uses would be likely to 
suffer a decline. War demands had swollen 
output and consumption to a level which 
dwarfed the industry’s annual rate of 
growth. A reaction of considerable pro- 
portions was thought due. 

Sticking to the discounting idea, a ref- 





War and Post-War—Industrial 
Reflection of Conditions Shown 


By Oil Stocks 

Price Price Recent 

12/31/41 12/31/45 _—~Price 
Amerada ....... 26144* 75* 105% 
Atlantic Refining. 2234, 3914 4334 
Barnsdall ....... 8%, 21% 38% 
Continental ..... 21% 391, 60% 
Houston Oil Co... 254 201% 34 
Mid-Continent ... 15354 33% 58% 
ae 7%, 2% 37% 
Panhandle P.& R. 14, 135% 93% 
Phillips ......... 42%, 57 693, 
Plymouth ....... 144%, 2434, 50% 
ee 1044 221%, 37% 
Quaker State .... 834 2214, 23% 
Richfield ........ 8, 163, 41% 
Seaboard ....... 113, 29 483, 
Shell Union ..... 144, 321%, 40% 
EE 8S caer 532 1954 27% 
GONE sc wakasans 281%, 5914, 137 
Socony-Vacuum .. 742 17% 20 
Standard of Calif. 18% 47% 67 
Standard (Ind.) . 26%, 40144 475% 
Standard (N. J.). 4134 663%, 81% 


> ee re 39%, 61 60 


Texas Gulf Prod.. 24% 10 21% 
Union Oil of Cal. 124% 26% 35 
| ao 14 &wuUky i is 

* Adjusted. 


STANDARD OIL Co. (N. J.) 


erence to price records shows the Dow, 
Jones & Co. industrial average closed at 
162.88 on July 31, 1945. The high of 
September was 181.71, and the Decem- 
ber maximum was 195.82. 

The discounting process of representa- 
tive industrial shares was actively pro- 
ceeding; it continued until a peak, which 
has not been approached since, was 
reached at 212.50 on May 29, 1946. For 
some time thereafter, as the market re- 
ceded, oil stocks as a group paralleled the 
Dow-Jones average rather closely, but 
during 1947, a cleavage became notice- 
able. A long-maintained average of 30 oil 
stocks kept by a New York Stock Ex- 
change firm stood at 59.53 on December 
31, 1947, showing a rise of 7.5 per cent 
from its bull market high of 55.35 on 
May 29, 1946. In comparison the Dow- 
Jones industrial average at 181.16 was 
14.7 per cent under its 1946 maximum of 
212.50. 


Disparity Becomes Wider 


Since this year began, the private oil 
average has tended to widen its difference 
with the Dow-Jones average. Both the 
Dow-Jones average and the private oil 
share average have lost some ground 
since the July reversal of general market 
prices occurred, but reference to the last 
column of the statistics shows that busi- 
ness discounting by the petroleum group 
has been extensive during the last 244 
years. At the same time, the market for 
numerous other groups has backed and 
filled, bringing the Dow-Jones industrial 
average recently back under its position at 
the end of 1947. 

In the interval between December 31, 
1941, and the end of 1945, the oil share 
“discounting” was vested in a price ad- 

(Continued on page 10) 
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By G. PATRICK KENT 


Cuicaco—For years the natural gas 
industry has experienced steady growth. 
From now on, the rate of expansion may 
well become spectacular. Tremendous ex- 
tension of pipe line systems awaits only 
the ability to construct, which in turn 
depends to a great extent upon the avail- 
ability of steel pipe. What basic change 
is responsible for the enlargement of this 
industry ? 

Coal, our basic fuel, has limitations in 
use due to its solid state. Petroleum, in 
liquid form, naturally affords consider- 
able more flexibility of use, and the 
phenomenal growth of the automotive 
industry in the past generation has been 
made possible only by petroleum. More- 
over, for heating purposes, oil’s relative 
cleanliness, lack of residue after com- 
bustion, and ease of thermostatic control 
have stimulated inroads upon coal con- 
sumption. While the price of oil has con- 
sistently held moderately above that of 
coal, its advantages, as the public viewed 
it, were worth it. 

Natural gas as a fuel has certain innate 
advantages. However, in its gaseous state 
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it has to be transported by pipe line. 
Consequently, the price, until recently, 
has been well above both coal and oil. 
Thus its appeal was limited to customers 
with whom the cost was not the primary 
consideration. 


Change in Relative Prices 


In the past few years, however, there 
has been a complete upset in the rela- 
tionship of fuel prices. At the 1947 year 
end, statistics show that on a B.T.U. 
basis, natural gas was considerably 
cheaper than either coal or oil at most 
points of distribution. With this back- 
ground, we go to a specific list of the 
various factors which are contributing 
to the nearly insatiable demand for natural 
gas: 

1. At the top of the list is the present 
low cost of natural gas as a fuel com- 
pared to coal and oil. Every recent 
year has seen an increase in the cost 
of coal and oil, with a lessening of the 
reliability of supply. The primary cost 
of natural gas at the well-head is very 
low, the greater part of cost being dis- 
tribution costs picked up on the way 
to market. The price to the consumer 
has remained relatively constant, or 
has even declined, since pricing has 
had to hurdle the regulations of both 
the Federal Power Commission and 
state utility commissions. Thus low 
prices have stimulated a broadening of 
markets, at an accelerating rate. 

The result over a ten-year period has 
been revolutionary. Due to the increase 


Welding joint in pipe- 
line for a river crossing 


of nearly 100 per cent in the cost of 
fuel oil, nearly 70 per cent for coal, and 
a rough decrease of 8 per cent for nat 
ural gas, on a B.T.U. basis at the end of 
1947, natural gas was priced at ap 
proximately 58 per cent of the equive 
lent of coal and at 30 per cent of the 
price of fuel oil.* 

2. Growing recognition that natural 
gas is the most nearly perfect fud 
known and has the convenience of con 
tinuous supply without the nuisance of 
replenishing or accumulating working 
inventories. 

3. The existence of enormous proven 
reserves which are being added to com 
tinually at a discovery rate far in exces 
of withdrawals. This trend is vital 
order to justify the building of many 
new pipe lines which will substantially 
increase the consumption of natural 
gas. At the end of 1947, proven reserves 
were estimated at 165 trillion cubie 
feet, whereas consumption for the same 
year was less than 6 trillion cubic feet 
Competent authorities estimate that, at 
the present rate of withdrawal, existing 
discovered reserves are sufficient to last 
from 30 to 45 years. Nor does this 
take into consideration the continual 
addition to reserves which has & 
ceeded consumption materially in a 
most every year during the past twenty. 

4, The remarkable scientific progress 
in the processing of natural gas, result 
ing in the abstraction of valuable by 
products from “wet” gas as it come 
from the well, has caused a sharp it 
crease in over-all prefit. Much of the 


* Panhandle Eastern Pipe Line annual ® | 
port to stockholders. (pxHoros sy eEwING & 




























gas in its natural state contains a com- 
plex mixture of heavier hydrocarbons, 
from which natural gasoline and an 
increasing number of useful chemicals, 
too numerous to mention here, can be 
produced, with the residue consisting 
of the “dry gas” for normal distribu- 
tion through pipe lines. Natural gas 
is so cheap that the value of the by- 
products may exceed the value of the 
“dry gas” delivered to pipe lines, at a 
sacrifice of a very nominal decrease in 


the B.T.U. value. 
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5. The expanding use of natural gas 
in the manufacture of synthetic chemi- 
cals, plastics and rayons, and where 
supplies are at hand and plentiful, its 
use as a fuel in producing electricity. 


The factors are largely responsible 
-for the intention of the industry to 
spend nearly $200,000,000 over the 
near term for 3,800 miles of pipe line 
and auxiliary facilities. Since the end 
of the war, the Federal Power Com- 
mission has authorized over $750,000,- 
000 of projects, and these seem to be 
merely the forerunner of others to 
come. 


Federal regulation of the industry under 
the Natural Gas Act is creating a great 
deal of price distortion due to the keen 
competition for gas at the well-head. This 
price has approximately doubled in the 
past few years to 744 and 8 cents per 
1000 cubic feet. New contracts made by 
independent owners may be made at the 
going field price, but reserves owned by 
pipe lines are under the control of the 
F.P.C. which allows rates on the basis 
of cost only. 


Prices Need to Be Equalized 


The need of an equalizing remedy is 
so obvious that it is probably only a 
question of time before one is effected. 
The F.P.C. is considering a “commodity 
value” for pipe line reserves, or there 
could be an amendment to the Natural 
Gas Act, or as a last resort, gas reserves 
could be divested from pipe lines through 
creation of separate ownership corpora- 
tions. 

Regulation, in one form or another, 
is sure to retard the profit potential, but 
the exceedingly strong competitive posi- 
tion the industry now enjoys, combined 





with the virtual certainty of rapidly ex- 
panding volume, provides a solid founda- 
tion for an optimistic view of the future. 

Utility rates of all kinds have lagged 
seriously behind prices in free markets. 
Regulatory bodies are beginning to realize 
that adequate allowance must be made for 
rising expenses, and that the time is ripe 
for action. 

Expansion requires huge sums of 
money. At present the F.P.C. limits earn- 
ings to 6 per cent return upon invest- 
ment. With prevailing easy money rates, 
this policy is satisfactory enough for 
senior capital, but it is equity capital that 
is hard to get under present uncertainties. 
Fortunately, it looks as though pipe lines 
will be utilized to capacity for an in- 
definite time ahead, so that in one way 
or another, the necessary funds should 
be forthcoming. 


Capital Required for Equipment 


Much capital is needed for auxiliary 
equipment. To be most profitable, pipe 
lines must be operated at capacity 
throughout the year. Piping gas under 
pressure is increasing the flow, but the 
winter peak period poses a problem at 
the delivery end. This is being solved by 





Natural gas pumping station near Normantown, West Va. 


storing auxiliary reserves underground 
in old fields where available; by lique- 
faction plants which reduce volume by 
about 600 times, and by pressurized 
underground storage of the gas as it 
comes from the pipe line. 

Although there are three main divisions 
in the natural gas industry, namely, pro- 
ducers, pipe lines or transport companies, 
and distributors, companies cannot read- 
ily be segregated in that fashion for the 
reason that two or more functions may 
be performed by any one company. 





Theoretically, the producing companies 
should entail the most speculative risk 
and, properly, possess the greatest oppor- 
tunities for appreciation. Pipe line com- 
panies are, in general, fairly conservative 
investments but will not expand equally 
nor with equal success. Distributors 
would rank with typical electric utilities, 
although the growth and profit possibili- 
ties may exceed those of the average 
electric company for some years ahead. 

On this point, natural gas vs. electricity 
promises to offer students of public utility 
developments material for much study. 
Future costs enter importantly into both 
situations as well as such regulations as 
public authority may apply. 

For illustrative purposes, the following 
comments on nine gas companies listed 
on the New York Stock Exchange, are 
offered: 


CHICAGO CORPORATION 


Producer—tTransition which has oc- 
curred from a “leverage” investment trust 
to an independent operator in the oil and 
gas industry continues. The company is 
under contract to 1970 to supply a large 
portion of natural gas capacity to Ten- 
nessee Gas & Transmission Company. 





























GALLOWAY AND CUSHING 


Capped well in a Texas field 


COLUMBIA GAS SYSTEM, INC. 
Producer, Pipe Lines & Distributor 
—This is a holding company controlling 
three groups of natural gas properities 
operating in heavily industrialized areas in 
Ohio, Pennsylvania and contiguous areas. 
Natural gas accounts for 92 per cent of 
the system’s gross. Gas is obtained from 
its own and leased fields in the Appa- 
lachian area and other producers. Im- 
portant southwest gas contracts have been 
made. Reserves are estimated at 6.5 tril- 
lion cu. ft. 

















Approx. 
rice 
7/30/48 
Colette Cm... » «i «. OE 
Columbia Gas System .... 13 
Consolidated Natural Gas 43 
El Paso Natural Gas 69 
Northern Natural Gas 33 
Pacific Lighting . .... 53 
Panhandle Eastern Pipe Line . 62 
Shamrock Oil & Gas .... 33 
Southern Natural Gas 29 
" Based on Indicated Rate. (1) 12 Mos. Feb. 





Earnings & Yields on Nine Natural Gas Stocks 
Listed on New York Stock Exchange 
— Per Share Data — 


1948. (2) 1947 Fiscal year. 


Earned 

12 Mos. Price Indicated 

Ended Earnings Dividend Per Cent 

Mar. 1948 Ratio Rate Yield* 
$0.65 (2) 18.5 Times $0.40 3.3 

1.32 9.8 0.75 5.8 
4.86 8.8 2.00 4.7 
5.78 11.9 2.40 3.5 
2.96 11.1 1.60 4.9 
5.17 10.3 3.00 5.7 
4.55 13.6 3.00 48 
2.79(1) 11.8 1.60 49 
2.86 10.1 1.50 5.2 








CONSOLIDATED NATURAL GAS CO. 


Producer, Pipe Lines & Distributor 
—Organized in 1942 by Standard Oil of 
New Jersey, the latter thus divested itself 
of its natural gas public utility interests. 
It services approximately 828,000 cus- 
tomers in the heavy industrialized areas 
of the Central East. The large scale ex- 
pansion program and adequate supplies 
of gas from the southwest, available 
through purchase contracts, places the 
company in a favorable position to meet 
rising demands, A substantial part of its 
“load” stems from stable residential and 
commercial sales. Owned Appalachian re- 
serves are 850 billion cu. ft. estimated. 


EL PASO NATURAL GAS COMPANY 


Producer & Pipe Lines—Offers a nota- 
able example of important expansion of 
pipe-line service to new distributive areas. 
Now serving the Pacific Coast, with ad- 
ditional expansion in the offing. Enhanced 
earning power from California pipe lines 
should appear in current year’s earnings 
results. 


NORTHERN NATURAL GAS COMPANY 


Producer & Pipe Lines—It owns and 
operates a pipe line system of about 3,875 
miles, from the Panhandle fields in Texas 
and others in Kansas, serving at whole- 
sale 219 communities, with a population 
of 1,700,000. Market is largely agricul- 
tural. Controlled natural gas reserves are 
estimated to total approximately 4 trillion 
cubic feet. 


PACIFIC LIGHTING CORPORATION 


Distributor—lIt is the second largest 
natural gas distributor in the country, 
serving through subsidiaries a completely 
integrated area in southern California, in- 
cluding Los Angeles. Domestic and com- 
mercial divisions account for 74 per cent 
of revenue. All natural gas requirements 
are purchased under long term contracts. 


PANHANDLE EASTERN PIPE LINE CO. 


Producer & Pipe Lines—tThe pipe line 
system extends from the Panhandle fields 
in Texas and the Hugoton field in south- 
western Kansas, across various states to 
the Detroit area. En route, the company 





Gross Revenues 


1938 1947 
(Million $) 

Chicago Corp. 1.07 8.48 

Columbia Gas System 61.10 111.70 


Consolidated Nat. Gas *49.88 94.17 
El Paso Natural Gas 4.92 10.47 
Northern Natural Gas. 9.96 23.57 
Pacific Lighting 45.50 77.00 
Panhandle Eastern 

Pipe Line 9.91 30.43 
Shamrock Oil & Gas 2.95 12.08 
Southern Natural Gas 6.90 22.05 


*1940. # As of Latest Available Balance Sheet. 





Illustrating Ten-Year Growth in Gross Volume and Net Income 


Capitalization Ratios # 


Net Income Per Cent 
193% 947 Funded PerCent Per Cent 
(Million $) Debt Preferred Common 
0.80 4.30 33.6 21.8 44.6 
6.83 16.67 39.3 60.7 
*10.61 14.77 14.2 ves 85.8 
2.08 3.95 73.6 12.0 14.4 
2.69 6.56 49.1 as 50.9 
7.90 8.80 37.5 25.8 36.7 
3.06 7.83 54.2 11.1 34.7 
0.10 2.88 34.8 — 65.2 
1.03 3.76 54.6 2.7 42.7 














sells natural gas largely to various 4 
tributors, principally Michigan Cong 
dated Gas Company which serves Det 
at retail. Expansion of facilities prim 
to serve the Appalachian area and tappiq 
of new districts is proceeding. Gas 
serves at 1947 year end estimated at 65 
trillion cubic feet, about half of which 


are owned outright. 


SHAMROCK OIL & GAS CORPORATION 


Producer—Company is a typical exam. 
ple of the revolutionary trend in the 
natural gas business. Activities are lar 
conducted in the Panhandle area of Texas 
with productive and non-productive ag. 
reage held November 30, 1947, totaling 
approximately 350,000 acres. Production 
is principally “sour” (containing sulfy 
compounds) natural gas, used largely by 
carbon black manufacturers. Gas is now 
processed in the company’s own plants to 
extract natural gasoline and various de 
rivatives before the residue is sold t 
carbon black manufacturers. “Sweet” gas 
is sold for industrial purposes. In 1947 
the daily average of all gas processed 
amounted to 292,000,000 cubic feet, from 
which 80,000,000 gallons of natural gaso- 
line and related products were extracted. 
Reserves are estimated at 2.5 trillion cubic 
feet. 


SOUTHERN NATURAL GAS COMPANY 


Pipe Lines — Controlled by Federal 
Water and Gas, operates a natural gas 
pipe line extending from Texas-Louisiana 
border to Atlanta, Georgia, with branches 
to 250 communities. Natural gas needs are 
practically all purchased under contracts. 














In referring to the accompanying statis- 
tics, the analyst will find interest in the 
percentage of funded debt of the several 
companies, as of the latest available bal- 
ance sheets. In only one instance is the 
proportion of entire capitalization com- 
prised in bonds to the extent of 70 per 
cent or more. In case of the others, the 
average is under 40 per cent, and ak 
though the percentage of preferred stocks 
is relatively large in some particulars, it 
will be noted that equity capital stands 
well forward among several of the com- 
panies. 

The briefed descriptions of the compa- 
nies are obviously too restricted to offer 
more than an introduction to the scope 
and character of their business. The natu 
ral gas industry is far from new. Recent 
developments, however, have been so ex 
tensive that only recourse to annual re 
ports, manuals of statistics and listing ap- 
plications filed with the New York Stock 
Exchange, obtainable from member firms, 
gives a broad picture. 
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Gamble-Skogmo, Inc. 


120,000 Shares 
5% Cum. Pfd., Par $50 





2.969.722 Shares 


Common Stock, Par $5 


Ticker Symbol: GSK 


AUNCHED in a single store in St. 
Cloud, Minn. in 1925, the business 
has grown into sales outlets supplied by 
519 company-operated stores and 1,742 
dealer-operated stores in 25 Mid-Western, 
Mountain and Pacific Coast states, four 
Provinces of Canada and in Hawaii. Last 
year sales exceeded $145,000,000. 

The company’s enlargement has been 
made notable because it specializes in 
small-town merchandising. The independ- 
ent dealers serve communities of from 
500 to 5,000 population; the company- 
operated outlets are located primarily in 
towns of 5,000 to 25,000. 

Stores featuring hardware, automotive 
supplies and other durable goods pre- 
dominate, but ready-to-wear and other 
soft goods, brought in during the “hard 
line” scarcities of 1942, are sold through 
one-fourth of the dealer stores and one- 
eighth of the company stores. Large food 
departments, modern in display and serv- 
ice, make “one-stop” shopping a con- 
venience of many of the larger company 
stores. To expand its farm trade, the 
company established a farm store division 





in 1946 and is currently distributing farm 
machinery and equipment through 62 
independent dealer stores and 18 com- 
pany-owned stores. Buying offices for the 
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company’s merchandise lines are main- 
tained in New York, Los Angeles, Chi- 
cago, Minneapolis and Winnipeg. 
Gamble-Skogmo, Inc., was incorporated 
as a Delaware corporation in 1928. 


Between 1925 and 1928, some 55 stores, 









Hardlines department of the Gamble shopping center at St. Cloud, Minn. 


each a separate corporation, were opened 
in towns throughout the upper Midwest. 

In 1939, Western Auto Supply Com- 
pany, a California corporation (not to 
be confused with Western Auto Supply 
Company of Missouri), distributing 
through stores in the Mountain and 
Pacific Coast states and Hawaii, became 
affliated with Gamble-Skogmo, Inc. Since 
the unification of the Gamble-Skogmo 
interests on Nov. 1, 1946, the 471 com- 
pany-owned and dealer Western Stores 
and Western Auto Supply stores have been 
operated by the western division offices 
in Los Angeles. Macleod’s Limited of 
Canada became affiliated with Gamble- 
Skogmo in 1945 and has been a wholly- 
owned subsidiary since 1946. The 41 
Macleod company and dealer stores pro- 
vide additional wholesale and retail out- 
lets for American and Canadian mer- 
chandise. 


Active in Manufacturing Field 


Solar Corporation, a wholly-owned sub- 
sidiary, manufactures automobile _bat- 
teries, paints and varnishes, and insula- 
tion in plants at Milwaukee and Cudahy, 
Wis., Fergus Falls, Minn., and Ogden, 
Utah, and Los Angeles. Solar’s Beam 
Manufacturing Company Division pro- 
duces a low-priced motor scooter and at 
its plant in Webster City, Iowa, manu- 
factures standard and automatic wash- 
ing machines. 

Of the company’s 7,000 employes, more 
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than 20 per cent have been with the 
company 10 years or longer. Large num- 
bers are holders of the company’s shares. 
Modern profit sharing compensation, life 
insurance and hospitalization plans con- 
tribute to employe welfare. 

For the six months ended June 30, 1948, 
reported consolidated income before in- 
come taxes totaled $3,810,900, and net 
sales for the period were $71,337,600, 
exceeding sales for the same period in 
1947 by 6.21 per cent. 

Current assets as of June 30 amounted 
to $52,989,100, including $5,162,900 of 
cash and $42,791,500 of inventories. Cur- 
rent liabilities were $17,751,000, includ- 
ing $7,750,000 of notes payable to banks. 
Long-term debt totaled $13,000,000, pre- 
ferred stock $5,990,000, common stock 
$12,392,700, capital surplus $15,384,900, 
(including $14,463,300 derived from con- 
stituent companies’ earned surplus prior 
to Nov. 1, 1946), and earned surplus 
$1,980,700. 

Earlier this year Gamble-Skogmo com- 
pleted its current store expansion program 
with the opening of a million-dollar shop- 
ping center in St. Cloud, Minn. Incorpo- 
rated in it are many merchandising re- 
finements developed by the company in 
the time since the first Gamble Store was 
opened in the same town 23 years before. 





Statistical and other factual informa- 
tion regarding any securities referred to 
in THE EXCHANGE has been obtained from 
sources deemed to be reliable but THE 
EXCHANGE assumes no responsibility for 
its accuracy or completeness. Neither such 
information nor any reference to any par- 
ticular securities is intended to be or 
should be considered as in any way a 
recommendation for the purchase, sale 
or retention of any such securities. 


Unusual Form of Stock 
Market Discounting 


(Continued from page 5) 


vance of 183 per cent in case of Amerada 
Petroleum, of 120 per cent in Mid-Con- 
tinent Petroleum, 60 per cent in Stand- 
ard Oil (N. J.), 130 per cent in Socony- 
Vacuum . . . changes which were consid- 
erable but less by far than many manufac- 
turing and rail stocks experienced. These 
stocks are taken at random from the 
table. From December 31, 1945, down to 
a recent August date Amerada scored a 
further rise of 41 per cent. Mid-Con- 
tinent 73 per cent, Standard Oil (N. J.) 
21.7 per cent and Socony-Vacuum 15.9 
per cent . . . some of them making a rela- 
tively strong showing. 


Background of Secondary Rise 


The secondary rise occurred while the 
broad stock market front was receding, 
going through a course of rather narrow 
advances and retreats. By contrast, U. S. 
Steel, currently in the 76-79 area, ended 
1945 at about 81; General Motors left 
off the earlier year at 7514, compared 
with about 62, current; International Har- 
vester at 3134 (adjusted for split) on 
December 31, 1945, against a 2914 early 
this August. 

What accounts for the considerable 
divergence between the stock action of 
numerous other industries and the oils? 
To approach an explanation which is a 
focal point of professional comment, it 
is necessary to refer to oil prices. During 
the war, crude petroleum was maintained 
steadily around $1 a barrel, Mid-con- 
tinent basis. After the war when other 
goods’ prices began to rise, petroleum 
was advanced only moderately. Then two 


elements became obvious: a greatly 
creased demand for oil products quickly 
came forward and a consequent necesgj 

for large plant expansion at high cogiy 

A third factor of vital importance wa 
the growing reluctance of investors jg 
absorb new equity financing. Oil capita 
requirements had to be filled in the maip 
either by borrowing or by applying eam. 
ings to that need. By March, 1947, the 
price of crude oil had been lifted to only 
$1.87. Larger net earnings were essential 
if expansion was to be financed in chief 
part from net income. A 20-cent a bar 
rel rise occurred in October. This was 
deemed insufficient by the trade and ap. 
other of 50 cents a barrel went into effeg 
in December, 1947, bringing the price 
to $2.57. 

A change in the financial atmosphere 
surrounding the oil industry became ap. 
parent not long after the new price ley 
was established. Previously, it had been 
obvious to statistical students that pe 
troleum capital demands constituted 4 
grave problem. Expectations were widely 
expressed that enormous borrowing must 
add to debt. Several companies did bor 
row largely early this year, but a breath 
of relief came into the securities market 
when it was learned that at least one of 
the largest producing and refining com 
cerns had found it possible to get along 
without either borrowing or selling a big 
block of common stock. 

Here, according to statistical com 
ment, began a “discounting” procedure 
which differentiated the petroleum group 
of stocks from many others. This was a 
discounting less of increased net earnings 
—a host of corporations in all categories 
have been reporting substantial net—than 
of strengthened capital structures and 
property account in the petroleum field 


“After the war when other goods’ prices began to rise, petroleum was advanced only moderately. Then an increased demand for oil 
products came forward.” (Left) Traffic on the Pulaski Skyway in New Jersey. (Right) Humble Oil refinery at Baytown, Tex. 





CHARLES PHELPS CUSHING AND STANDARD OIL (N. J.) 
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Rails, Oils 


Prominent 


In 5ix-Months’ Dealings 


HE improvement in stock-market vol- 
ume in the first half year saw trading 

and investment attention heavily centered 
upon the rails and oils. While only five 
oil stocks ranked among the 50 most ac- 
tive issues for the full year 1947, double 
that number appear in a similar compila- 
tion for the 1948 initial half. The new- 
comers, in the order of the share volumes 
in the respective issues, are Pure Oil, 
Gulf, Richfield, Tide Water Associated 
Oil, Panhandle Producing & Refining, and 
Ohio Oil. 

Texas Co., which was present on the 
1947 list, does not appear this year. 

‘Rails came to the fore with nine mak- 
ing the 1948 list, against six in the 1947 
grouping. Their situation recalls, from 
the point of view of heightened trading 
interest, the early stages of the 1942- 
1946 bull market, when for the first time 
in many years stock buyers turned ag- 
gressively to railroad securities. 


Newcomer to Top 10 


New York Central and Pennsylvania 
are familiar names on any list of most 
active stocks, Somewhat revolutionary in 
the accompanying tabulation is the ap- 
pearance of Canadian Pacific as the fifth 
most actively traded issue. Last year this 
stock ranked twenty-ninth. 

The rails appearing in the 1948 list, 
which failed to appear last year, are St. 
Louis-San Francisco, Northern Pacific, 
Erie, and Gulf, Mobile & Ohio. 

Southern Pacific, which was forty- 
eighth in the 1947 rankings, dropped out 
of the “50 most active stock table” for the 
first six months of 1948. 

The presentation of a list of stocks, 
grouped by activity in the shares, calls for 
qualification, so far as bona fide invest- 
ment research goes. The very fact of 
above-the-average activity presupposes 
that seekers of capital gains were busy 
in the list, with their short-term trades far 
more dominant than any buying for long- 
term investment. 

_ In line with this emphasis on trading, 
it is found that low-priced stocks are by 
far the most numerous in the accompany- 
ing 50-stock table. The top 10 of the list 


are almost exclusively low-priced issues, 
the lone exception being Sinclair Oil, 
recently selling in the high 20s. An in- 
novation among the top 10 is Curtiss- 
Wright; last year this equity did not 
place among the 50 most actively traded 
stocks. Low-priced stocks are spotted 
frequently throughout the remaining 40 
issues. 


Record of Price Trend 


Price-wise, it is notable that seven of 
the top 10 stocks advanced appreciably in 
price during the first half year; one, Pep- 
si-Cola, experienced a considerable de- 
cline. 

Another trend in evidence, comparing 
activity in individual shares in the first 


six months of 1948 with the full year 


1947, is a slackening of interest in cer- 


tain varieties of consumer-goods equities. 
Such issues as Armour, American Woolen, 
International Paper, Radio-Keith-Or- 
pheum and Rexall Drug were sufficiently 
prominent in 1947 dealings to rank among 
the 50 most active stocks. They are ab- 
sent from the 1948 tabulation. By the 
same token, Schenley was the fourth most 
active stock on the Stock Exchange last 
year. It is the fiftieth name on this year’s 
list. 

The trend toward lessened popularity 
for the shares’ of any specific industry is 
by no means clear cut. While Interna- 
tional Paper, for example, has disap- 
peared from the 1948 half-year tabula- 
tion, St. Regis Paper, newly listed on the 
Exchange in 1947, was the twenty-fourth 
rhost active stock during the same six 
months. 

The place of some of the consumer- 
goods equities which have disappeared 
from the “most active” category appar- 
ently has been occupied by certain of the 
aircraft manufacturing shares. In addi- 
tion to Curtiss-Wright, Consolidated Vul- 
tee and North American Aviation are new 
with the 1948 list. Two more additions, 
from other industrial classifications, are 
Chicago Corporation and Anaconda Cop- 
per Mining. 





*Old and new issues combined. 
Source: “Bank and Quotation Record.” 





50 MOST ACTIVE NEW YORK STOCK EXCHANGE STOCKS 
Reported Volume for First Six Months of 1948 


Ist 6 Mos. | 
Stock 1948 
Commonwealth & Southern Corp... 2,051,700 
Sinclair Oil Corp. ............ ves 2,001,700 
Socony-Vacuum Oil Co., Inc....... 1,766,000 
Radio Corp. of America .......... 1,753,700 
Canadian Pacific Railway Co. ...... 1,711,900 
PI TOR eo oasadecisesocns inn 1,619,300 
Curtiss Wright Corp. ............. 1,577,300 
Int. Tel. & Tel. Corp.—Domestic.. 1,463,800 
a ee rr 1,259,200 
Packard Motor Car Co. ........... 1,236,400 
Paramount Pictures, Inc. ......... 1,173,600 
United Corporation .............. 1,113,300 
New York Central Railroad Co. ... 1,043,600 
Columbia Gas System, Inc. ....... 1,032,800 
a Se eer 1,025,700 
Baltimore & Ohio Railroad Co. .... 999.500 
General Motors Corp. ............ 954,100 
General Electric Co. .............. 952,300 
Greyhound Corp. ................ 926,300 
Bethlehem Steel Corp. ............ 938,600* 
Pennsylvania Railroad Co. ........ 886,400 
American Airlines, Inc. .......... 871,800 
United States Steel Corp. ........ 860.900 
Se. Regis Paper Co. ............... 856,100 
Cy I occ ote sadn eeas cas 855,700 


lst 6 Mos. 
Stock 1948 

Consolidated Vultee Aircraft Corp. 844,500 
Republic Steel Corp. ............. 832,900 
Standard Oil Co. (N. J.) ......... 799,900 
Studebaker Corp. ..........2.e0. 795,900 
North American “Aviation, Inc. .... 793,100 
Chryalet Cees oe ose ctcc cc cisevces 786,500 . 
St. Louis-San Francisco Ry. Co... 779,500 
Nerthern Pacific Railway Co...... 726,000 
Amer. Rad. & Stand. San. Corp.... 708,400 
Warner Bros. Pictures, Inc......... 706,300 
Richfield Oil Corp. ............... 702,300 
National Distillers Products Corp... 702,100 
Illinois Central Railroad Co....... 696,600 
The Cases GO. asicscvccs accuse 695,300 
Sears, Roebuck & Co. ........... 679,500 
Westinghouse Electric Corp. ...... 666,200 
Tide Water Associated Oil Co. ... 661,900 
Anaconda Copper Mining Co. ...... 658,400 
Panhandle Producing & Refining Co. 657,000 
Evia Roellreed Ce. .cccsccsccccwss 654,200 
Electric Power & Light Corp...... 643,300 
International Nickel Co. of Canada 643,100 
The Cilio De Ee kiheg ct ccceecernens 642,400 
Gulf, Mobile & Ohio Railroad Co. 637,700 
Schenley Distillers Corp. ......... 632,500 








OLDEST COMMON STOCK 
DIVIDEND RECORDS 


Roster of 97 equities of the New York Stock 
Exchange list which have yielded cash divi- 


dends for 40 consecutive years or longer 





Common 
Stock 

Pennsylvania Railroad Co. . 
Cincinnati Gas & Electric Co. 
Continental Insurance Co. 
Corn Exchange Bank Trust Co. 
Pennsylvania Salt Manufacturing Co. 
The American News Co. . 
New York & Harlem R.R. Co. 
Washington Gas Light Co. . 
Pullman Ine. 


Erie & Pittsburgh RR. | Co. 


Pittsburgh, Ft. Wayne & Chicage | Ry. Cc 0. 


Gold & Stock Telegraph Co. 
Westinghouse Air Brake Co. 

Parke, Davis & Co. : 
American Telephone & Telegraph Co. : 
Corning Glass Works. . . P 
Detroit, Hillsdale & So. West RR. Co. 
The Lehigh Coal & Navigation Co. 
Northern Central Ry. Co. ; 

The S. S. White Dental Mfg. Co. 
Diamond Match Co. ‘ ‘ 
Northwestern Telegraph Co. ‘ 
Standard Oil Company (N. J.) 
Mahoning Coal RR Co. . . a 
Consolidated Edison Co. of N. Y. Ine. 
United Gas Improvement Co. 
Hackensack Water Co. ‘ 
Canada Southern Railway Co. . 

The Ruberoid Co. . 

Cannon Mills Co. , 
Commonwealth Edison Company 
Beech Creek Railroad Co. 

Procter & Gamble Co. 

The Coca-Cola Company 

Standard Oil Company (Indiana) 
Burroughs Adding Machine Co. 
Colgate-Palmolive-Peet Co. 
Raybestos-Manhattan, Inc. : 
Alabama & Vicksburg Ry. Co. 

City Ice & Fuel Co. = 

The United States Playing Card Cc o. 
The Bon Ami Company “A”. ‘ 
General Mills, Inc. 

Allegheny & Western Railway Co. 
The Borden Company 

General Electric Co. 

National Biscuit Company 
Pittsburgh Plate Glass Co. . 

Standard Brands Ine. 


Year 
Payments 
Began 
. 1848 
. 1853 
. 1854 
. 1854 
. 1863 
. 1864 
. 1866 
. 1866 
. 1867 
. 1870 
. 1872 
. 1875 
. 1875 
. 1878 
. 1881 
. 1881 
. 1881 
. 1881 
. 1881 
. 1881 
. 1882 
. 1882 
. 1882 
- 1884 
. 1885 
. 1885 
. 1886 
. 1887 
. 1889 
. 1890 
. 1890 
. 1891 
. 1891 
. 1893 
. 1894 
. 1895 
. 1895 
. 1895 
. 1896 
. 1896 
. 1896 
. 1898 
. 1898 
. 1899 
. 1899 
. 1899 
. 1899 
. 1899 
. 1899 


Common 
Stock 

United Fruit Company . . 
West Virginia Pulp & Paper Co. 
Yale & Towne Manufacturing Co. 
Bristol-Myers Company . 
Cleveland Electric Illuminating Co. 
Cream of Wheat Corp. = 
Union Pacific RR. Co. 
Acme Steel Company 
Electric Storage Battery Co. 
Norfolk & Western Ry. Co. 
Chas. Pfizer & Co., Inc. . 
R. J. Reynolds Tobacco Co. 
American Brake Shoe Co. 
Beech-Nut Packing Co. 
Chain Belt Co. 
Eastman Kodak Company 
Kroger Co. . 
Philadelphia Electric Co. 
Sterling Drug Inc. . 
United Engineering & Foundry Co. 
American Snuff Co. 


Central Hudson Gas & Electric ( Corp. 


MacAndrews & Forbes Co. . 
Otis Elevator Co. 

The Texas Company . . 

E. I. du Pont de Nemours & Co. 
Potomac Electric Power Co. 

Sun Oil Company . ‘ 
American Tobacco Co. . 
Elliott Co. ‘ 

Johnson & Johnson 

Reading Company 5 
Gillette Safety Razor Co. 
Link-Belt Company 

National Lead Company 

The Carpenter Steel Co. 

W. T. Grant Company 

National Steel Corporation 
Owens-Illinois Glass Co. 

Public Service Co. of Colorado 
Public Service Electric & Gas Co. 
Seranton Electric Co. 
Southern California Edison Co. 
Duplan Corporation . P 
Hazel-Atlas Glass Company 
Detroit Edison Co > 
General Cigar Co, Inc. 

Pacific Lighting Corp. 





Year 


Payments 
Began 


. 1899 

. 1899 

. 1899 

- 1900 

. 1900 

. 1900 
. 1900 

. 1901 

. 1901 

. 1901 

. 1901 

. 1901 

- 1902 
. 1902 
. 1902 
. 1902 
. 1902 
. 1902 
. 1902 
- 1902 
- 1903 
- 1903 
- 1903 
. 1903 
. 1903 
. 1904 
. 1904 
- 1904 
- 1905 
. 1905 
. 1905 
. 1905 
- 1906 
- 1906 
- 1906 
. 1907 
- 1907 
- 1907 
. 1907 
. 1907 
- 1907 
. 1907 
. 1907 
. 1908 
. 1908 
. 1909 
. 1909 
- 1909 
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NEW YORK CITY 


The “third round” of wage increases has 
become an established fact, in spite of efforts 
to head it off by large corporations which 
reduced some of their product prices. What 
comes next? Is it opportune to begin plan- 
ning stock market-wise for a “fourth 
round”? When, and if, this possibility—per- 
haps a probability—begins to get attention, 
it will be high time to pay serious atten- 
tion to the break-even point of many indus- 
trial corporations. The level where profits 
may be made above costs is already high 
enough, in all conscience, in an important 
area of industrial activity. Given a really 
moderate decline of factory operations, 
profit margins would become shaky, in- 
deed, in my opinion. 


H. F. 


KNOXVILLE, TENN. 


After looking over the price-earnings 
comparison, current and a year before, in 
the July Excuance, I surmise that the lower 
ratios current resulted more from higher 
earnings per share than from a decline of 
stock prices. This situation supplies a 
sounder basis for research directed toward 
income yields on dividends than the reverse 
would represent. 


S. L. R. 


PEORIA, ILL. 


. . . Carry the elapsed time since “con- 
firmation day” (May 14) onward for two 
weeks more than your article in the July 
issue noted (up to July 16) and what 
do you find under the standard of the 
Dow Theory? A complete reversal of the 
picture as displayed by the averages. The 
industrial average top of 186.85 during 1947 
was surmounted by the 188.60 of May 14 
this year. A few days more than eight weeks 
later it was down under 188 again, after 
rising no higher than to 193.16 on June 15. 
Fooie on the Dow Theory, say I! If a trader 





for a short swing had side-stepped the pub- 
licized attraction of the industrial-rail con- 
firmation on May 14 and gone into the 
stocks then merely showing excellent earn- 
ings and good prospects, namely the pe- 
troleum stocks, he would have done better 
on plain gumption. 
F..-¥..- 5 


CINCINNATI, OHIO 


High income surtaxes and double taxa- 


tion, applied to corporate profits and divi- 
dends both, are stressed as malefactors 
against the flexible and frequent issues of 
new equities. Practical economics cause me, 
as an investor, to agree with this premise. 
But there is something more. That is the 
travail which the world is going through on 


the uncertain road to peace. Stock prices . 


rise a while, then a convulsion of sentiment 
about Germany or Palestine or some other 
“sore” spot causes abrupt declines. People 
hesitate to buy for a real holding when 
prices travel “all over the lot,” in stock mar- 
ket phrasing. 

G. W. R. 


DETROIT, MICH. 


The photographic display on THE Ex- 
CHANGE’S front cover always gives me a 
feeling of satisfaction. There, from month 
to month, is a scene which, combined with 
those preceding and others to follow, is 
America . . . Industry, farming, mining, 
logging, etc., and ships, cities and canal 
locks—to mention a few I recall—are set 
before the reader before he looks inside to 
find statistics and discussions of the way 
American development is proceeding, by the 
employment of the public’s capital ... A 
suggestion, if you have not already thought 
of it: why not identify each picture by a 
line or two of type somewhere in the Mag- 
azine? 

N. R. O’K. 

Editor’s Note: The suggestion is well taken. 
See inside on page 4. 


Letters to the editor in whole or in part, are presented here as a contribution to current 
discussion of investment, economic and general financial subjects of public interest. 


PITTSFIELD, MASS. 


Drilling for petroleum is, of course, a 
form of mining, and mining is subject to 
a number of special hazards from which 
manufacturing, by and large, is free. Still. 
these last five years have persuaded me that 
long-established oil company stocks have 
pretty well edged forward into the invest- 
ment area. Maybe I was late with this con- 
clusion, but although I paid rather high 
prices, holdings in these companies (five in 
number) look good to me to stay with for 
income and gradual appreciation. What 
would you think? 

BS. 


Editor’s Note: THE EXCHANGE must say again 
that it does not act as an investment advisor or 
commentator on individual securities holdings. 
This is a job for specialists in these fields. 


ATLANTIC CITY, N. J. 


. . . I get advice, much of it, to be sure 
to buy good value when I want to get some 
stocks. Study balance sheets, study earn- 
ings till you know them by heart—that’s 
what I try out and I decide what to buy. 
So what? My stock is the............. 
Oil Company, one of the best as my balance 
sheet and income readings say, and I get 
the shares at 87 and something like a week 
later, they are to be bought at 80. Balance 
sheet and income figures must be good, 
everybody says so, but should the price 
move back so quick after all that study? 

A. Be i. 


Editor’s Note: Mr. A. H. L. ran afoul of one 
of the most trying elements to be found in 
stock investments . . . the matter of timing. 
Knowing that a certain element about equities 
is that their prices will fluctuate, many inves- 
tors spread their purchases so as to strike a 
price average. The stock referred to (nameless 
here) has had a strong balance sheet and good 
earnings for many years, but the price of any 
moment is the price that a consensus of “price 
opinion” at that moment determines for both 
a sale and a purchase. 
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What does this mean to YOU ? 


Hundreds of America’s foremost corpo- 
rations have qualified, under Federal 
laws and the regulations of the New 
York Stock Exchange, for listing of 
their securities on the Exchange. They 
do so, primarily, because of the benefits 
to their stockholders, and to investors 
generally. 


Listing on the Exchange provides a 
national market place for the security. 
Bids to buy and offers to sell from all 
over the country can meet in one place. 
Through his representative on the Ex- 
change floor, the investor who wishes 
to purchase the security meets the 
greatest possible number of sellers—the 
investor who wishes to sell meets the 
greatest possible number of purchasers. 


Listing assures buyer and seller alike 
of the best available price. On the Ex- 
change, prices are determined openly, 
by competitive bidding — and the rise 
or fall of prices represents the will of 
the majority trading at that time. 

Listing means prompt publication of 
prices. As soon as a transaction is com- 
pleted, price and._volume are broadcast 
across the nation by means of the ticker 
tape. 

Listing means regular disclosure of 
essential facts about the company. Be- 
fore any company lists its securities on 
the New York Stock Exchange, it agrees 
to publish regularly essential informa- 
tion about its operations and financial 
condition—information which is funda- 


mental to a sound investment decision, 


These are not the only advantages of 4 
a listed security, by any means. They 
are, however, sufficient to indicate why, 
for 155 years, the New York Stock Ex- 
change has performed a necessary 
service for the investors of America. 


New York 
STOCK EXCHANGE 
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